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the new VVestcoast building 


A new Westcoast Transmission head office building 
is now under construction in Vancouver, B.C. Excava- 

tion at the site began in May 1968, and the building 
‘| is due to be completed in August 1969. The front 
| cover illustration shows a concept of the completed 
building in its setting in downtown Vancouver. The 
effect was achieved by photographing a scale model 
against the early evening skyline of the city. 


The twelve-storey Westcoast Building, costing 
approximately $5,000,000, will incorporate a unique 
architectural feature. It will be the first of its kind in 
North America to use a core-supported suspension 
system. It is also planned to equip the building with 
its own Total Energy System, using natural gas to 
provide electrical power, heat and air conditioning. 


In the construction of the building, a central 
support core of reinforced concrete will be erected 
to a height of 230 feet. When this is completed, 
twelve sets of cables will be fixed to the crown of 
the core and will hang free around the perimeter. 
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A long-arm crane will be installed on the core and 
will raise pre-assembled steel frame floor panels into 
position, starting with the top floor. The floor panels 
will be bolted to the central core and perimeter 
points will be attached to the hanging cables. All 
twelve storeys will be hung from the central core on 
these steel cables with the lowest floor being sus- 
pended some 30 feet above the landscaped and 
terraced plaza. 


A major advantage of its unique architecture is that 
the building will have no interior columns to interrupt 
its functional space. All elevators, stairways and duct 
shafts, together with restrooms and lobbies will be 
compactly located in the central core. This will give 
the building a high efficiency ratio, with maximum 
proportion of net office area to gross area and maxi- 
mum layout flexibility. 


The ‘‘Total Energy System”’ being planned for the 
new building will use natural gas engines to generate 
electricity. Heat recovery from the engines will pro- 
duce steam for space heating and hot water plumb- 
ing. In summer the same heat discharge can be used 
to operate an absorption refrigeration machine for 
the air conditioning system. 


The Westcoast Building is designed by Rhone and 
Iredale, Architects of Vancouver and_ structural 
engineers are Bogue Babicki and Associates Ltd., 
also of Vancouver. 
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those who are unable to attend, is 


being mailed to each Shareholder. 


the year in brief 


The figures in the above table and elsewhere throughout the text of 
this Report do not include operating results of the Company’s Kings- 
gate system under which Westcoast exports certain volumes of gas 
from southern Alberta to the United States. The Company has no in- 
vestment.in this system. It operates on a cost basis with revenues 
exactly offset by gas purchase and operating costs. The Kingsgate 
sales revenues and expenses are included in the aggregate figures 
given in the Consolidated Statement of Operations. However, since 
these offsetting entries do not affect overall financial results, they are 
omitted, for the sake of clarity, from all other financial and operating 
statistics given in this Report. 


Westcoast's gas processing plant at Taylor, B.C. 
is pictured in a frame of compressor piping. 


to the shareholders 


FRANK M. McMAHON 
Chairman of the Board 


The fiscal year ended March 31, 1968, was an 
eventful and successful one for the Company. Earn- 
ings, sales volumes and revenues rose to new high 
levels and progress was made in all operations. 


The Company had record net earnings for the yeary, 
of $8,641,830 or $1.29 per share. This was a 56% in- 


| 


crease over the previous year’s profits of $5,530, 619" i 


or 83¢ per share. Cash flow increased 25%, amount- 
ing to $17,712,993 or $2.64 per share compared to 
the prior year’s $13,979,328 or $2.10 per share. 


Westcoast’s operating revenues last year totalled } 
$65,053,523, a gain of 17% over the previous year. 
This increase, representing nearly $10,000,000 in 
additional operating income, reflected substantial 
sales growth in all Company markets. The throughput 
of the Westcoast system showed a 14% gain, averag- 
ing 594 million cubic feet per day compared with 
523 million cubic feet per day a year ago. A new peak 
day sales record was set on January 30, 1968, when 
719 million cubic feet were delivered. 


In the first quarter of the past year Westcoast paid 
its initial dividend of 25¢ per share. On March 23, 
1968, immediately prior to the fiscal year-end, the 
Board of Directors reviewed the year’s favorable fin- 


I 


| 


ancial results and declared a further 25¢ per share |j/ 


dividend to be paid to shareholders on May 13. When 
declaring this second dividend, the Directors stated 
their firm intention to establish a dividend policy 
fully commensurate with the increasing profitability 
of the Company. 


Of major significance among the year’s develop- || 


ments was the successful conclusion in March, 1968, 


of the lengthy and complex negotiations to increase | 
Westcoast’s gas sales to its U.S. customer, El Paso % 


Natural Gas Company. These negotiations had been 
under way since early in 1966 when a new sales con- 
tract was completed by the two companies. During 
this two-year period, however, the necessary govern- 
ment approvals were not granted because Westcoast 
and El Paso could not obtain mutual agreement from 
the National Energy Board of Canada and the Federal 
Power Commission of the United States that the 
proposed contract served the national interests of 
their respective nations. 


In the latter part of January, 1968, Westcoast and 
El Paso negotiated a new agreement which followed 
guidelines set forth by the NEB and the FPC. Sub- 
sequently, the authorities of both countries approved 
the 20-year contract embodying the new terms. 


Under the contract Westcoast was authorized to in- 
crease its deliveries to El Paso by 200 million cubic 
feet per day, raising its export sales to a total of 500 
million cubic feet per day. The border price for the 
additional gas was established at 33.72¢ (Canadian 
funds) per Mcf at 90% load factor, increasing to 
34.86¢ after November 1, 1972. These rates compare 
with the price of 23.5¢ per Mcf currently received by 
Westcoast for the 300 million’ cubic feet per day 
which the Company delivers to El Paso under-a con- 
tract concluded in 1954. This 23.5¢ €ontract is due 
to expire within 10 years. 


El Paso and the utility companies serving the U.S. \y 


Pacific Northwest are agreed that the larger addi-- 
tional exports of Canadian gas which now have been} 


authorized will be insufficient to meet the require-} 


ments of their area. El Paso and Westcoast have con! 
sequently begun negotiations toward an enlarged ex 
port contract. 


During the past year, gas sales in the Company’s 
domestic markets continued a highly favorable trend 
of growth. British Columbia had the largest net popu- 
lation inflow of all Canadian provinces in 1967, and, 
as a result, Westcoast’s two major B.C. customers, 
British Columbia Hydro and Power Authority and| 
Inland Natural Gas Co. Ltd. recorded substantial 
sales gains. 


Population growth and industrial development in 
north-central British Columbia have created strong 
market demand for a gas distribution service. A 
newly-formed company, Pacific Northern Gas Ltd., 
has commenced construction of a pipeline system to 
serve this area. The $26 million project will be com- 
pleted late this year. Westcoast will have a sub- 
stantial equity interest in the new company. 


To keep abreast of the growth of market demand, 
Westcoast is carrying out a major expansion of its 
pipeline system designed to increase its rated capac- 
.| ity from 670 million to 945 million cubic feet per day. 
i This construction, which was begun in 1966 and will 
‘| be completed this year, involves capital expenditures 
| _of approximately $87 million. These expenditures are 
being financed by the sale of $77,000,000 (Canadian 
funds) in First Mortgage Pipe Line Bonds plus cash 
generated from the Company’s operations. 


In the construction program, approximately 100 
| miles of 36-inch diameter pipe is being added to 
| Westcoast’s main line, the processing capacity of the 
Company’s Fort Nelson plant is being doubled and 
‘| major additions are being made to compressor 
facilities. 


Proven reserves of natural gas in Westcoast’s 
supply area are growing in good proportion to the 
increasing potential of the market and the delivery 
capability of the Company’s pipeline system. Drilling 
activity during the year resulted in discoveries and 
developments which increased the estimated total 
reserves available to the Company to more than 10 
trillion cubic feet. At the present rates, these reserves 
are ample to supply Westcoast’s markets in Canada 
and the United States for more than 40 years. 


During the past year the Company intensified its 
efforts to evaluate and explore the 3.5 million gross 
acres of land held by its wholly-owned subsidiary, 
Westcoast Production Company. These activities, 
which are described in detail elsewhere in this 
Report, included several successful ventures, the 
most significant of which were gas and oil discoveries 
in the Rainbow area of Alberta. 


At a regular meeting of the Board of Directors in 
July, 1967, Douglas Owen, Executive Vice President, 
was appointed President of the Company. Born in 
Winnipeg, Manitoba, Mr. Owen was with the Canadian 
Department of Trade and Commerce prior to joining 


Westcoast as Executive Assistant to the President in 
1955. He was elected a Director in 1959 and was 
appointed Vice President and Treasurer in 1960. 
Throughout his Company career, Mr. Owen has cap- 
ably borne a large number and variety of general — 
management responsibilities and he possesses 


- broad experience in all Westcoast’s operations. 


In December, 1967, George McMahon, a Director 
and Vice President, advised the Company of his 
decision to retire from active business and his resig- 
nation was regretfully accepted by the Board. Mr. 
McMahon was one of the founders of Westcoast and 
his contributions over many years as an executive 
and director were an invaluable element in the 
growth and success of the Company. 


The Directors express deep regret at the death on 
January 6, 1968, of Daniel A. Freeman, Jr., Vice 
President — New York Office. On May 31, 1968, W. D. 
Brady, Vice President - Personnel and General Serv- 
ices, resigned to accept a position of enlarged re- 
sponsibility in the Canadian mining industry. Both 
Mr. Freeman and Mr. Brady were pioneer employees 
of Westcoast and their many valuable services to 
the Company are acknowledged with gratitude. 


Looking to the future, we anticipate accelerated 
progress by the Company in the years immediately 
ahead. Throughout Westcoast’s domestic and export 
market areas, there is a sustained economic uptrend, 
highlighted by diversified industrial development 
and a rapid rate of population growth. In this favor- 
able business climate, demand for natural gas will 
continue its strong expansion and will substantially 
increase the revenues and earnings of the Company. 

The Directors and Officers wish to record their 
appreciation of the loyal and competent efforts of 
the employees and the continued support of West- 
coast’s customers and shareholders. 


For the Board of Directors, 


FRANK M. McMAHON, 
Chairman. 


review of operations 


The Endako mine, which 
concentrates 22,000 tons of 
molybdenum ore per day, will 
become a pipeline 


The new Skeena Kraft mill at Prince Rupert will convert to 
natural gas for paper-making (Page 13). 


These towering gas processing 
installations are part of the expansion 
of Westcoast’s Fort Ne/son plant. 


(Page 15). 


The ever-growing suburbs of Vancouver are 
receiving more gas via a new 20-inch diameter 
pipeline into the city (Page 11). 
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; This right-of-way for the 
new Pacific Northern pipeline 

was completed across central 

British Columbia (Page 13). 


the Westcoast pipeline system 


The Westcoast natural gas transmission system 
_ extends from the gas-producing areas of northeastern 


_ British Columbia and northwestern Alberta to the 


Canada-United States border at Huntingdon, B.C., 


30 miles east of Vancouver. The system includes 
- , more than 900 miles of large diameter pipeline and 


more than 500 miles of gathering lines of smaller 
diameter. The capacity of the Westcoast system is 
| presently being expanded to 945 million cubic feet 
per day. 


WESTCOAST SUPPLIERS 

The following is a list of producing companies from 
which Westcoast purchases its-supplies of natural 
gas: Pacific Petroleums Ltd., imperial Oil Limited, 
The British American Oil Company Limited, Sinclair 
Canada Oil Company, Texaco Exploration Company, 
Mobil Oil Canada, Ltd., Pan American Petroleum 
Corporation, Shell Canada Limited, Canadian Sea- 
board Oil Company, Sun Oil Company, Fargo Oils Ltd., 
Dome Petroleum Limited, Atlantic Richfield Com- 
pany, Canadian Fina Oil Limited, Whitehall Canadian 
| Oils Ltd., Canadian Delhi Oil Ltd., Wintershall Oil of 
Canada Ltd., Monsanto Oils Ltd., Ashland Oil & Re- 
fining Company, Mic Mac Oils (1963) Ltd., Alex W. 
McCoy Associates, Inc., Amerada Petroleum Corpor- 
| ation, Marathon Oi! Company, Canadian Industrial 
Gas & Oil Ltd., Canadian Homestead Oils Ltd., Amax 
Petroleum Corporation, Trail Oil Co. Ltd., Skelly Oil 
Company, Provo Gas Producers Limited, Fort St. 
| John Petroleums Limited, Denison Mines Limited, 
Uno-Tex Petroleum Corporation, Jefferson Lake 
Petrochemicals of Canada Ltd., Occidental Petroleum 
Corporation, Altair Oil & Gas Co., Tenneco Oil Com- 
pany, Hudson’s Bay Oil and Gas Company Limited, 
Brinkerhoff Drilling Co. Ltd., Apache Corporation, 
Cankee Gas Company, Canadian Export Gas & Oil 
Ltd., Canadian Tricentral Oils Ltd., The Lambton 
Company, Alminex Limited, Oil & Gas Futures Inc., 
Royalite Oil Company Limited, Placid Oil Company, 
Frontier Producing, Inc., Act Oils Ltd., French Petro- 
leum Company of Canada Ltd., Scurry-Rainbow Oil 
Limited, Excel Petroleums Ltd., Apco Oil Ltd., Cana- 
dian Kenwood Company, Union Oil Company of 
Canada Limited, Westcoast Production Co. Ltd. 


WESTCOAST CUSTOMERS 
The Company sells natural gas to three principal 
customers: 


Inland Natural Gas Co. Litd., serving communities 
and industry in the interior of British Columbia. 


British Columbia Hydro and Power Authority, serv- | 
ing the populous Lower Mainland area of British 
Columbia, including the City of Vancouver. 


El Paso Natural Gas Company (Northwest Division), 
serving utility companies in Washington, Oregon and 
Idaho. These utilities include: Washington Natural 
Gas Company, Northwest Natural Gas Company, The 
Washington Water Power Company, Cascade Natural 
Gas Corporation, Intermountain Gas Company, Cali- 
fornia Pacific Utilities and Southwest Gas Corpora- 
tion. 


MAP SHOWING 
WESTCOAST SYSTEM 
OVERLEAF 


REVIEW OF OPERATIONS 
Sales and markets 


AVERAGE DAY SALES TO WESTCOAST CUSTOMERS 
(millions of cubic feet) 


Westcoast Transmission supplies natural‘gas to a | 
prosperous and expansive market which includes the, 
Province of British Columbia and the Pacific North- 
west states of Washington, Oregon and Idahoj Rich 
in forest and mineral resources and with growing 
major and intermediate manufacturing, the area has 
a population of more than 7,000,000 and this is 
rapidly expanding as a result of available employ- 
ment and business opportunities. 


Westcoast’s sales during the past year increased by 
14%, rising from 191 billion to 217 billion cubic feet. 
This rate of increase is approximately double that 
attained last year by the Canadian industry asa whole. 


The Company’s largest sales gains during the past 
year were achieved in its export markets. Deliveries 
to our U.S. customer, El Paso Natural Gas Company, 
showed a 20% increase, rising to an average of 384 
million cubic feet per day. This record volume of 
exports was made possible under temporary permits 
which had been granted by Canadian and U.S. 
authorities allowing Westcoast to increase its sales 
to El Paso by 100 million cubic feet per day. These 
temporary permits remained in effect until late in 
March, 1968, when a new 20-year contract for de- 
livery of an additional 200 million cubic feet per day 
to El Paso received final approval. Under this con- 
tract, Westcoast’s authorized deliveries to El Paso 
now total 500 million cubic feet per day. 


While they did not match the export market sales 
growth, substantial gains were recorded in the Com- 
pany’s deliveries in British Columbia. The economy 


am 


VIGWN1090 


HSILIWE 
oe | _ MOSNIVY 


= 
SSIMOLINYSL LSAMHLYON a ; Cl = 


~ SSINOLINYAL LSIMHLYC 


i ¥ 


= 
Li 
©) 
fe) 
oe 
oe 
x 
a 


10 


y 
pg ("ern NE 
‘ae San TE 

Tee eel 


One of the many /uxurious new buildings 
in Portland, Ore., the 16-storey Holladay 
Park Plaza uses Westcoast natural gas 

for its year-round air conditioning system. 


The Boeing Company continues to grow and generate economic expansion throughout the 
Seattle area. The newest Boeing assembly line - another industrial consumer of Westcoast gas - 
recently began deliveries of the company's short range 737 jet. 


of this province continued its uptrend of expansion. 
Population, by official provincial government esti- 
mate, passed the 2,000,000 mark at the end of 1967, 
a 7% growth since the 1966 census and the prov- 
ince’s labor force grew by 7.3%, the highest rate of 
increase in Canada. 


Some of the market developments and prospects 
of Westcoast’s customers are detailed below: 


EL PASO NATURAL GAS COMPANY: Utility com- 
panies served by El Paso, which distribute gas in the 
tristate area of Washington, Oregon and Idaho, have 
more than tripled their number of customers since 
Westcoast began exporting gas to the El Paso system 
a decade ago. Today, more than 550,000 industrial 
and residential customers are served by the various 
local gas utilities, compared to 150,000 in 1957. 


A major factor in the growth of gas consumption is 
the rapid increase of population in this area which is 
presently running at double the U.S. national aver- 
age. El Paso customers are supplying gas to more 
than 90% of new housing units in their service areas. 
There has been a vast increase in industrial produc- 
tion in this area during the past decade and this has 
developed a large industrial gas market. 


Some typical growth indicators among El Paso 
customer-distributors are as follows: 


In eastern Washington, Washington Power Com- 
pany added 3,800 residential users, the largest 
annual increase the company has experienced. 


In the Seattle area, Washington Natural Gas Com- 
pany recorded a 10% increase in customers during 
1967, including 14,127 new homes in the Seattle 
area. The population growth rate in the Seattle- 
Tacoma-Everett area is currently higher than in any 
metropolitan centre on the U.S. Pacific Coast. 


In Portland and other communities of Oregon, 
Northwest Natural Gas Company is experiencing a 
growth trend similar to that in other parts of the 
Pacific Northwest. This company acquired 8,745 new 
residential customers and 50 new industrial users 
last year. In addition to its new industrial customers, 
Northwest Natural supplied substantially larger 
volumes to major local industries. 


For the past two years the full development of the 
industrial sales potential in many Pacific Northwest 
centres has been hampered by an inadequate supply 


of gas. This has necessitated curtailment of inter- 
ruptible industrial service for long periods during 
the winter. A major distributor in the area, Cascade 
Natural Gas Corporation, stated in its 1967 Annual 
Report that the company had been forced to curtail 
its interruptible industrial service partially or com- 
pletely on 78 days last year. The Report pointed out 
that with an adequate gas supply such service would 
normally be interrupted on the average of 16 to 18 
days per year. 


This shortage of interruptible supplies will be eased 
only slightly, if at all, by Westcoast’s increase of 200 
million feet per day in its exports to this market. 
Most of these new exports already are earmarked for 
residential and firm industrial markets. Additional 
industrial supplies will become available if current 
negotiations for an increase in Westcoast’s deliveries 
to El Paso are successful. 


BRITISH COLUMBIA HYDRO AND POWER AUTHOR- 
ITY which distributes gas in the populous lower 
mainland area of British Columbia, had a record year 
in sales volumes as well as in the number of new 
customers. Although the weather last winter was 10%. 
warmer than normal, Hydro’s sales volumes in- 
creased by more than 12%. Residential, commercial 
and industrial customers increased by 9,279, bring- 
ing the total number to 170,366. 
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One of the largest consumers of Westcoast gas is the 
B.C. Hydro’s Burrard thermal generating plant. 

A fifth gas-fired generating unit is now being installed 
and when this is completed /ater this year the plant's 
maximum gas consumption will be 180 million 

cubic feet per day. 


About 1,000,000 people are concentrated in the 
1,800 square miles of the lower mainland, which is 
Hydro’s principal market area. This region is under- 
going intensive development at the present time, 
with housing unit starts, principally apartment and 
multiple dwellings, increasing annually by approxi- 
mately 35%. Hydro and Westcoast have been carry- 
ing out a concerted program to promote gas sales in 
these new buildings and to persuade owners of older 
apartment and office buildings to convert from oil to 
gas heat. This program has been highly successful, 
with the result that, during the past year, 95% of all 
new buildings installed gas service, while 1,350 
homes and 3,300 apartments converted to gas. 


In view of the local housing boom and increased 
demand in Vancouver, Hydro recently enlarged the 
inflow of gas into the city. A new 20-inch diameter 
pipeline was constructed to double the gas volume 
available for Vancouver East and expanding suburbs 
on the North Shore. 
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A major industrial customer for 
Pacific Northern will be the Endako 
molybdenum mine where natural gas 
will be used in the ore treating 
furnaces. 


Four major industrial developments in the Prince George, B.C. area can be seen in this photograph. 
There is a pulp and paper mill in the foreground, a second on the left and a third in the distance. 


Adjoining the foreground pulp mill is a new oil refinery. 


An even more intensive building boom is in pros- 
pect in Vancouver in the immediate future. Con- 
struction is due to start in the summer of 1968 on 
Project 200, a $300 million downtown redevelop- 
ment program which will transform eight blocks of 
the city’s central waterfront into a vast office-shop- 
ping-residential complex. It is projected that 42,000 
persons will reside or work in this area, with an 
additional 42,000 visiting it each day. Another pro- 
ject, recently approved by the city’s ratepayers, will 
totally redevelop two large blocks in the centre of 
the city. 


Vancouver’s economy also will be bolstered by the 
construction of deep-sea port facilities at Roberts 
Bank, south west of the city. This modern installation, 
which is called a ‘‘superport’’, will be built to handle 
the increasing volume of bulk shipments going via 
Vancouver to the Far East. 


INLAND NATURAL GAS CO. LTD., serving the cen- 
tral interior of British Columbia, had another good 
year of growth, recording an overall gain of 7% in its 
gas sales. This result was achieved despite milder- 
than-average winter weather and the depressing 
effects of a prolonged strike in the forestry industry | 
in Inland’s service area. The strike resulted in sub- 
stantial loss in direct sales of natural gas to lumber 
and pulp mills and in indirect losses through its 
unfavorable effects on the general economy. 


Offsetting the loss of industrial sales, Inland made 
good progress during the year in attaching new resi- 
dential customers. A total of 2,975 new customers 
were added between March 31, 1967 and March 31, 
1968, the best 12-month increase Inland has recorded 
since commencing operations in 1959. 


To promote increased residential and commercial 
sales, Inland has been conducting a vigorous market- 
ing promotion campaign throughout its service area. 
The company also has instituted substantial rate 
reductions in order to improve the competitive posi- 
tion of natural gas over other fuels. As a result of 
these efforts, Inland is attaching 94% of all new resi- 


dential construction and is steadily extending its 
service to additional communities. Certificates rec- 
ently were granted to the company to serve eight 
more towns in the B.C. interior. 

Inland recently executed a contract to supply 
natural gas to a major new industrial customer, the 
Intercontinental Pulp Company Limited plant at 
Prince George. This is one of many new industrial 
projects in the Inland market. Other new industries 
include lumber and plywood mills, an oil refinery, a 
$4,000,000 auto truck assembly, and a number of 
food and beverage processing plants. 

Many of the significant developments in Inland’s 
market area are in the mining industry. A focal point 
of this activity is in the Kamloops-Ashcroft-Merritt- 
Princeton copper belt where more than 25 companies 
are either producing, developing or exploring at the 
present time. 


PACIFIC NORTHERN GAS LTD. commenced con- 
struction of a 435-mile gas pipeline to serve 14 com- 
munities with a combined population of 50,000 in 
north-central British Columbia. Due to start service 
in 1968, the line will draw gas from Westcoast at a 
point near Prince George and run westward to tide- 
water at Prince Rupert, serving as well Kitimat, 
Terrace, Smithers, Houston, Burns Lake, Vander- 
hoof, Fraser Lake, Fort Fraser, Telkwa, Endako, 
Topley and Decker Lake. The $26 million Pacific 
Northern system will serve an area which is currently 
experiencing intensive industrial expansion and 
population growth. 


Major customers for gas will be two pulp mills near 
Prince Rupert, the Columbia Cellulose Co. Ltd. sul- 
phite mill, and the Skeena Kraft Limited kraft mill. 
Two other 800 ton per day pulp mills soon to be 
operating in the area: a sawmill, pulp and hardboard 
complex scheduled by Eurocan Pulp and Paper Ltd. 
to start operating at Kitimat in 1970; and a sawmill 
and plywood production complex due for 1969 com- 


The Pacific Northern pipeline 
will serve 14 communities in 
central B.C., including Kitimat, 
® above, Terrace, left, and the 

@ newly-established town of 
Fraser Lake, below. 


pletion (with a major pulp and paper mill to follow in 
1971) under development at Houston by Bulkley 
Valley Pulp & Timber Ltd., an affiliate of Bowater. 


Another large Pacific Northern customer will be 
Endako Mines Limited at Endako, B.C. This huge 
molybdenum mine and concentrates facility is British 
Columbia’s largest molybdenum producer with con- 
centrator production capacity of 22,000 tons per day. 


In the intermediate industrial market, potential 
Pacific Northern customers include 10 large fish 
canneries and six sawmills operating among them 
19 lumber drying kilns. Many of these plants as well 
as shopping centres, hotels and other major com- 
mercial buildings in the area are presently fueled 
with propane and can quickly convert to natural gas. 


ISLAND & COASTAL NATURAL GAS CO. LTD. This 
project to build a pipeline to Vancouver Island was 
actively developed during the past year but signifi- 
cant progress was not made in obtaining long-term 
gas sales contracts due to the continuing depressed 
prices of imported residual fuel oils. The Company 
believes that this is a temporary situation and that 
when the competitive position of gas returns to nor- 
mal, this project will go forward. 


REVIEW OF OPERATIONS 
gas supply and system 
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During the past year the reserves of natural gas in 
Westcoast’s supply area continued to increase at a 
satisfactory rate. Commensurate with this growth of 
supplies, Westcoast proceeded last year with further 
expansion of its pipeline system to enable the Com- 
pany to treat and transport larger volumes of gas. 


Some of the most substantial increases in reserves 
as a result of last year’s drilling were in the general 
Fort Nelson area of British Columbia. The Clarke Lake 
field in particular was extended significantly by the 
drilling of seven successful new wells by Pacific 
Petroleums Ltd., Hudson’s Bay Oil and Gas Co. Ltd., 
Union Oil Company of Canada, and Cankee Gas Co. 
The pay thicknesses of the new wells compared favor- 
ably with wells previously drilled in this area. 


Clarke Lake is proving to be one of the most pro- 
ductive gas reservoirs yet discovered in Western 
Canada. The average daily production rate for all 
wells producing in this field during the past year was 
approximately 14 million cubic feet per day per well, 
with several individual wells exceeding 30 million 
cubic feet per day. The average production for the 
total Clarke Lake field was in excess of 200 million 
cubic feet per day. 


In the Yoyo field, east of Clarke Lake, the drilling of 
two successful wells served to increase the reserves 
of the main productive zone by 11%, bringing the 
estimated reserves in this field to approximately 675 
billion cubic feet. 


In the general area surrounding the Company’s 
Taylor processing plant, additional reserves were 
developed in the Buick Creek, Fort St. John, Kobes, 
Jeans, Stoddart and Parkland areas. A significant 
development in this general area was the recently- 
announced decision by Imperial Oil Enterprises Ltd. 
to drill a 10,000-foot Devonian test within the desig- 


Gas from major fields of northeastern 

British Columbia is scrubbed at this large plant 
built by Westcoast at Fort Ne/son, B.C. The plant's 
capacity /s currently being increased to 

550 million cubic feet per day. 


nated limits of the Laprise Creek field. Gas at Laprise 
Creek and other fields in this area is produced from 
the Triassic Baldonnel and other comparatively 
shallow formations. The deeper Devonian sediments 
in the Peace River area have heretofore been virtually 
unexplored, although it is in this horizon that many 
of the major gas reservoirs have been discovered in 
other areas. 


Reference was made in last year’s Annual Report 
to a large new gas purchase agreement signed with 
Pan American Petroleums Corporation, a wholly 
owned subsidiary of Standard Oil Company (Indiana). 
This agreement provided for the purchase of gas by 
Westcoast from Pan American properties in the 
Beaver River-Pointed Mountain areas located near 
the junction of the British Columbia, Yukon and North- 
west Territories boundaries. During the year Pan 
American drilled two additional successful wells in 
these areas. While the details of the Pointed Moun- 
tain follow-up have not yet been disclosed, the well 


Large new compressors with aggregate capacity of 
‘ij 100,400 horsepower are now being installed 

# at ten locations along the Westcoast pipeline 
emi system. The installation shown here, which is 
capable of developing 6,000 horsepower, was 
recently completed in the Company’s station 
at Chetwynd, B.C. 


in the Beaver River field is reported to have pene- 
trated a pay zone exceeding 2,000 feet in thickness. 


The work completed during the past year on a 


expansion of the Company’s pipeline system was a 
continuation of a program commenced in 1966. The 
program entails the laying of 98.5 miles of 36-inch 
diameter loops along the main pipeline and the in- 
Stallation of additional compression facilities totalling 
100,400 horsepower at ten locations. This additional 
compression will raise the total installed in 23 
stations to 277,820 horsepower. In the past year, 
41 miles of the planned mainline looping was com- 
pleted and approximately 10,000 horsepower of the 
additional compression was installed. These addi- 
tions increased the mainline capacity to 767 million 
cubic feet a day. With the installation of the other 
planned facilities, the mainline capacity will be in- 
creased to approximately 945 million cubic feet per 
day. 


The expansion program also includes a major en- 
largement of the Company’s gas processing plant at 
Fort Nelson. One additional treating train was in- 
stalled during 1967, raising the plant’s capacity from 
235 million cubic feet to 400 million cubic feet per 
day. Another train is being added in the current year 
and this will increase the plant’s ultimate capacity tov 
550 million cubic feet per day. Ps 
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subsidiaries and affiliates 


The asset value of Westcoast’s subsidiaries and 
the market value of its holdings in affiliated com- 
panies amounted to $57,680,897 at March 31, 1968. 
In the past year, the Company’s income, including 


- dividends, from these sources totalled $984,926. 


Activities of major companies associated with 
Westcoast are summarized below: 


WESTCOAST PRODUCTION CO. LTD., a wholly- 
owned subsidiary, holds 3,547,544 gross acres 


_ (539,373 net) of prospective land and during the 


past year carried out an active exploration and 
development program on these properties. The com- 


_ pany participated in the drilling of 22 wells which 


resulted in successful completion of five oil wells 
and six natural gas wells. 


Two of the most productive of the new wells were 


completed in the Rainbow area of northwestern 
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Alberta which is shown on the accompanying map. 
West of the Rainbow field, a significant discovery of 
wet gas was made on acreage in which Westcoast’s 
interest is 25%. More than 18 billion cubic feet of 
gas and 400,000 barrels of liquids were added to 
company reserves by this discovery. 


In the northeast portion of the Rainbow field, a 
substantial Keg River oil discovery was made on 
lands in which Westcoast’s interest is 1214%. On 
initial test this well flowed at a rate of more than 
1,000 barrels per day and additional oil and gas pro- 
duction was indicated in two other zones above the 
Keg River. The Rainbow pipeline system is nearby 
and a gathering line is being extended in order to 
place this new well on production. There are other 
prospective drilling locations on Company property 
in this area and these, as well as the potentials of 
adjacent Crown land, are being evaluated. 
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An associate company, Western Pacific Pipelines 
(see below) holds a 12'4% interest in the acreage 
northeast of Rainbow and a 25% interest in the West 
Rainbow discovery. 


Westcoast Production participated 30.7% in the 
completion of two successful gas wells in the Stod- 
dart area of northeastern British Columbia. The 
company already had four gas wells in this area. The 
completion of the new wells will warrant the exten- 
sion of a gathering line into this area and will add 
approximately 20 million cubic feet per day to West- 
coast gas production. 


Near the close of last winter’s drilling season, 
Westcoast Production and associates made what 
appears to be a significant oil discovery in the War- 
gen area, 20 miles north of Fort St. John, B.C. This 
well penetrated 57 feet of high porosity oil-bearing 
sand which is considerably thicker than other oil 
producing horizons in this area. The company has 
acquired additional acreage in the Wargen area and 
further drilling will be done after the spring breakup. 


WESTERN PACIFIC PRODUCTS AND CRUDE OIL 
PIPELINES LTD. (45% owned) operates a 505-mile 
pipeline which delivers crude oil and natural gas 
liquids from northeastern British Columbia to mar- 
kets in the south of the province. In its fiscal year 
ended December 31, 1967, Western Pacific made a 
net profit of $2,092,928, equal to 31¢ per share. 
Out of its earnings Western Pacific paid dividends of 
25¢ per share which resulted in the receipt by West- 
coast of $750,000. 


During the past year, Western Pacific’s crude oil 
deliveries increased from 41,636 to 48,540 barrels 
per day, a gain of 16.5%. A major expansion program 
was completed last year, increasing the pipeline’s 
rated capacity from 45,000 to 64,000 barrels per day. 


The additional pipeline capacity is quickly being 
utilized and in the first five months of 1968 Western 
Pacific’s deliveries averaged 51,359 barrels per day 
as compared to 43,949 barrels per day a year ago. 
In May this year deliveries reached a new high 


In northern Canada, much of the exploratory 
drilling is done during the winter months. 
Here, a Pacific Petroleums Ltd. rig is at work 
in the Rainbow area of northwestern Alberta 
drilling a successful oi! well in which 
Westcoast has an interest. 


monthly average of 59,700 barrels per day and on 
May 18, 1968, the system set a new daily throughput 
record of 65,643 barrels. 


The steady increase in Western Pacific’s deliveries 


reflects the continued growth of oil production in the © 


system’s supply area. The Inga field, with 32 pro- 
ductive wells completed to date, was the major new 
field developed there during 1967. Production and 
reserves in other adjacent areas were substantially 
increased by stepout drilling in existing fields and 
by the increasing effectiveness of secondary recovery 
programs. 


SARATOGA PROCESSING COMPANY LIMITED is an 
affiliate in which Westcoast holds 24.6% of the Class 
A shares and 100% of the Class B (voting) shares. 
Saratoga owns a gathering system and processing 
plant which serve the Savanna Creek sour gas field 
in southern Alberta and the company Is paid a 714% 
rate of return on its rate base. In its fiscal year ended 


December 31, 1967, Saratoga’s net income was | 


$213,238 and its dividend payments to Westcoast © 


were $37,500. 
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financial review 


EARNINGS AND DIVIDENDS 

Net income for the year came to $8,641,830, equi- 
valent to $1.29 per share on the 6,691,694 shares 
outstanding at March 31, 1968. These earnings repre- 
sent a 56% increase over comparative figures for the 
previous year. 


A dividend of 25¢ per share was declared on March 
23, 1968, payable May 13, 1968, to shareholders of 
record on April 5, 1968. 


KINGSGATE SYSTEM 

The Company holds a licence to export 165 million 
cubic feet of gas per day from southern Alberta to its 
United States customer, El Paso Natural Gas Com- 
pany. The gas is transported in Canada by other 
companies on acost of service basis under which the 
corresponding revenues and expenses for the year 
amounted to $12,661,478. Under the accounting 
regulations prescribed by the National Energy Board 
of Canada, the Company is required to record the 
revenues and expenses of this operation in its ac- 
counts, but for the sake of clarity, these figures are 
omitted in the financial review. 


OPERATING REVENUES AND EXPENSES 

Operating revenues reached a total of $65,053,523 
compared to $55,632,589 in the previous year, an 
increase of $9,420,934 or 17%. This increase is 
largely attributed to the additional volumes of gas 
exported through the mainline system to the United 
States. Revenue from export sales totalled 
$37,029,600 in comparison to $28,950,600 in the 
previous year, an increase of $8,079,000 or 28%. 
Canadian sales increased to a total of $24,345,300, 
compared to $23,193,600 in the previous year. 

Operating expenses aggregated $37,349,006, an 
increase of $5,790,541 over last year’s figure of 
$31,558,465. In addition to the purchase price of the 
additional volumes of gas sold, the increase is largely 
attributable to the expenses associated with the new 
pipeline facilities during the previous year. 

Income deductions of $20,043,308 are $321,510 
over last year. This increase is a net figure arising 
chiefly from additional depreciation of $574,264 
charged for new plant placed in service, less a 
$193,855 reduction in interest charged to operations. 
The latter figure results from the transfer to con- 
struction work in progress of an interest charge on 
construction expenditures at the rate of 714% per 
annum. 


INVESTMENT AND OTHER INCOME 


Investment and other income of $1,169,782 is 
$137,597 below that of the previous year. Regular 


dividends totalling $787,500 were received from our 
investment in Western Pacific Products & Crude Oil 
Pipelines Ltd. and in Saratoga Processing Company 
Limited. Income from temporary cash investments 
was reduced as a result of utilizing cash resources 
for construction expenditures which would otherwise 
have been placed as a short term investment. 


CASH FLOW AND FINANCING 

During the past year, cash generated from opera- 
tions amounted to $17,712,933, a gain of $3,733,605 
over the previous year. Funds from this source were 
used to supplement short term borrowings made to 
cover construction expenditures. While this action 
tends to reduce working capital it improves the share- 
holders’ equity in the assets of the Company. Working 
capital decreased by $826,194, bringing the accumu- 
lated deficit to $4,497,642. 

Subsequent to the year end, the Company com- 
pleted arrangements with institutional investors for 
the sale of $71,600,000 (U.S.) First Mortgage Pipe 
Line Bonds 7% Series (Series F). Of this amount, 
$52,600,000 (U.S.) was taken up on May 10, 1968, 
and the remainder of the bonds to be issued will be 
delivered at various dates through to January 1969. 
The total net proceeds of approximately $76,600,000 
(Canadian) will be used to replace the interim finan- 
cing arranged to cover major construction projects 
which were recently undertaken. 


PLANT, PROPERTY AND EQUIPMENT 
During the past year, investment in Plant, Property 


and Equipment increased by $43,432,757. Of this 
amount, $17,849,000 was spent in the Fort Nelson 


parea for extensions to processing plant, gathering 


system and employees housing. Some work yet re- 


/ mains to complete this portion of the current expan- 


‘sion program. 


Construction of 41 miles of 36” main pipeline 


looping has been completed and work is continuing 
ona further 57 miles. A valve changeout program on 
the 30” main line has been largely completed. Cost 
_ to date of these major undertakings has amounted to 
» $13,498,000. Some $11,600,000 was expended on 


additional compressor facilities for the main 30” 


/| pipeline. 


In addition to the above major expenditures, ap- 


‘proximately $467,000 was added in tools, work 


equipment and transportation equipment required 


| to service the expanded facilities. 


As mentioned elsewhere in this report, the large 
construction projects undertaken during the past 
several years were financed through bank loans and 
similar sources, together with the full use of funds 
available from internal operations. While this policy 
has not been without its problems, it has undoubtedly 
minimized the cost of the financing required for this 
extensive program. 
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WESTCOAST TRANSMISSION COMPANY LIMITED 


(Incorporated by Special Act of the Parliament of Canada) and Subsidiary Companies 


consolidated balance sheet 


March 31, 1968 (with comparative figures for 1967) 


assets 1968 1967 
PLANT, PROPERTY AND EQUIPMENT =at cost (Notes land 2)... 0)... $378,529 ,482 $330,096)/25 
ess accumulated depreciation:and depletion ==. = eee eer eee 64,302,914 56,053,226 
314°226,568 279,043,499 
INVESTMENT IN UNCONSOLIDATED SUBSIDIARY - at cost (Note 1)....................... 250,000 250,000 
INVESTMENTS - at cost 
(market valuest968 —$16,269°031>:196722$19°004, S21 eee ee 577 75,0859 4,808,472 
DEFERRED ACCOUNTS RECEIVABLE: 
Employee: houstne:loansis iy eer: 4 lee een ici es ae ee eee 81,547 54,758 
59 special refundable:taxs «eects. ac corer ene Cn ee eee aa ge ee eee 156,095 Wo AS 
237,642 212,484 
CURRENT ASSETS: 
CAS Fes RA Te, teas AF es REE ae, Fe NEI iio, eae Sa ay Se ee 1,030,787 1,012,147 
em POKrakyicasheinVESthne mts city COS taeeaeen ae Oe 1,097,500 1,798,500 
Deposits with trustees for payment of interest and principal on long term debt.......... 6,154,694 7,393,902 
ACCOUNTS: FECEIVa DIC serie hs mai, here nh cts cen etry ae ne ag ee ae ee 8,401,836 8,198,403 
IAVENTOFIES at COST. Ans ete. Wc cats). ar vacates at eye ot cori eee 1,924,677 15356;822 
Prépaid expensSesieig7g en cmt ec dat suaku tic erm ty Sect ee a 367,917 209,489 
18,977,411 1979692605 
DEFERRED CHARGES: 
Unamortized debt discount, premium and expense..........0.0...0 0. ccc ccc ccc cece eee 2,037,204 2,511,423 
Organization expense scape mena yc 2 1c cro tet eee ee ape Sipo20 O19 25 
OU GR Sera b atau fig oats tees eka tee Cop eee ae, dtp a: < AMEE VIR Vege ee oe a 769,898 374,789 
3,459,057 Cyeacis hows 
EXCESS OF COST OF INVESTMENT IN SUBSIDIARY =. 
OVER BOOK VALUE-AT DATE OFACQUISITION (Notesl ya ee ee 2,093,002 2,254,005 
$345,019,265 $309,775,860 


The accompanying notes are an integral part of the financial statements 


shareholders equity 


CAPITAL STOCK: (Note 3) 
Authorized —- 25,000,000 shares without nominal or par value 
Issued 


ALB AA) SSSR SRS) ete crn cco oe eee Og to Le 


Be Wome Tuvin’ Eile NOL! rede deta orew ne ea fee ees reac oh in tye ee woe, Ce eee has ben teh ook edo wd 
BANIOLOANS AND OTHER INTERIM FINANCING (Note 9). .............. 6.00.00 .0 0c. ee ees 
CURRENT LIABILITIES: 
OC UEESEDAY Cl) CHE BN AS renal Sore haar Tian BE 4a Pete Ah ck ue Fede a ele nd dn ee 
EG ETE VEATICUSUITOL ValaX CS teme ret aes ert acon saute? &.25 vets tances anaes Bae > Sea ede ea Oe 


ET NA@ICTAGM SER ENOIECS, A 2 CR) Ue On eer on a ee ee ao 


[HtEKESHONICC Deena wenn enna wera, et er ns yd Be ey hates dh hee meet anion esman aed el aeln ors 


ON BEHALF OF THE BOARD: 


om PDL. DIRECTOR 


DIRECTOR 


SOF l-O94 sijahes (196/.— 6,605,004 Shares) 4.544 ee ae en 


1968 


$ 58,662,266 


1967 


$ 58,345,483 


141,500 141,500 
270175925 20,049,019 
85,821,691 78,936,002 

169,012,910 175,888,592 
66,709,307 3157107279 
T1250 ,274 6,121,138 
Ole pow, 1,200,271 
1,672,924 1,666,631 
5,144,994 4,631,020 
6,119,607 10;0215651 
23,475,053 23,640;5/11 
304 276 
$345,019,265 $309,775,860 
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WESTCOAST TRANSMISSION COMPANY LIMITED and Subsidiary Companies 


consolidated statement of operations 


for the year ended March 31, 1968 (with comparative figures for 1967) 


1968 1967 
OPERATING REVENUES: 
Gas: sales (Note 6) 220) avis asc wines lasen sophie hehe APs eee oc ste Cee ee ee rare $74,043,890 $64,447,885 
BY-DrOdUCE’SaleS «.: wv, Stet ck s hse epee gcse ea, Mtg A ai ne Te 3,290,673 S015 9/2 
MisCellame Gus: 2h ehh oe yo rte se oe achicha ee 420,238 462,772 
77,715 001 67,924,629 
OPERATING REVENUE DEDUCTIONS: 
Gas:Purchases (Note 6).2.) sfchheens eho ates ee ae see Soci er eeee s 32,953,144 29,119,987 
Operating and: maintenance: (NOte 6) 5 ance crs eet eters reir ae ee nee 12,050,242 10,236,790 
Administrativetand Seneca rey eeer eo eels ieee rae ee 2,567,045 2,610,506 
Taxes=other:thantincome: taxes Seeets ars serie ecco ne pe eer oe 2,440,053 1 ,883;222 
50,010,484 43,850,505 
OPERATING. INCOME 5227 2 oa Sey ses, ice pectal hance ect Sete ts a nC eet ce A eo 21104, 47. 24,074,124 
INVESTMEN TeAND: OTHER: INCOM ESS sxe © ooo ean te tec ee en ee 1,169,782 1,307,379 
28,874,299 25,381,503 
INCOME DEDUCTIONS: 
Interest on debt - less interest charged to construction 
(1968: $331 1,464 41967.— $510) O26) meine cere Se eee 10,298,110 10,491,995 
DG Pre latigny ye hee yan oe a ek Ga a ee chee TE Se 8,076,493 7,502,229 
De ple tions cGy 8 ee iia ily ev fas ci oo 2 OR Le rea evn ee 470,230 Aisi 
AIMIOPEIZATION xo ius strays Beant faci Res eal aa Wa rete a ea 161,004 161,004 
Debt discount, <premiluim amG:expenSe mn tay ewe eee ere ie ee 174,187 178,985 
Exploratory and non-producing property expenSenc.n.scesne es wees ie ne ee 18,728 65,209 
Exchange cost re: 
OPSratiOnis R72 wee eg ee Gree Nie Oe 6 Se ante ate eta Oe co inc $75(95632) 
Redemption Oflong tern: deD ta ay yee ee ne ne ee 854,160 844,528 844,971 
Minonttyeinterestun netincome: of Subsidiary a «1ss.qsre a uae ees el eee ne 28 28 
20,043,308 19,721,798 
NET INCOME FOR THE YEARIBEFORE-SPEGIAL ITEMS mae eae ee 8,830,991 5,659,705 
GAINSON SALE OF INVESTMENTS fou: oo) yener ee acy irn cnn een ee _ 630,895 
SURRENDERED PETROLEUM ANDi NATURAL GAS LEASES...) 3.) 0 eee (189,161) (759,981) 
NERINCOME.FOR AME YEAR “(NOG 7) aia 2 amen sires cone aa ee $ 8,641,830 $ 5,530,619 


The accompanying notes are an integral part of the financial statements 


WESTCOAST TRANSMISSION COMPANY LIMITED and Subsidiary Companies 


consolidated statement of 
retained earnings 


for the year ended March 31, 1968 (with comparative figures for 1967) 


BALANCE BEGINNING OF YEAR 
ADD: 
Net income for the year 


DEDUCE 
Dividend declared 


consolidated statement of 
Source and application of funds 


for the year ended March 31, 1968 (with comparative figures for 1967) 


SOURCE OF FUNDS: 
Operations: 
Netincome. for the year before special items... ... 2.2.05. 60. se essen suede: sees 


Minority interest in net income 


Add non cash items: 


Depreciation, depletion and amortization 
Debt discount, premium and expense 


Bank loans and other interim financing 
Sale of investments 


Capital stock issued for cash 


Long term borrowing 


APPLICATION OF FUNDS: 
AQOMIOMSRUOI DIAL EMD hODELLY.aliCGved UlDIMOMtnnt owes ons Sen aec eb races ee, ues ee ee eee 
DRANG KETAIG |, & 55.0 0d. dm BSG bo ean bere Bere De tae i leicht OE ea een a ee eee eae 
Eonestentmacotukecirement diet orexchange COSt)...... .ncu.chea eons Kee a koe mate eee 
UCAS CEONMV CSU Chl (S Mepemir ewer ac eary ainre were Wii rater eer oral «EM. eet ac aee ater berm ante Eee mnie Nirerse! 
NESCE MANE OUSE LOUIS Smmenn Cente tet Cntr ented wr Me Ss et. Sn ees us eatin ae aera ees ai x 
DECK EAS EMINIWORKING CAPLIAL DURING THE YEAR C3 ces ces sau in once as remo arte 
SVORMINGI CA IAL (DEFICIT) BEGINNING OF YEARS ccs ih occes 1 tee neces concrete Patent 
WOR GiINCIOA RIAL CDEFICIT :END OF YEARS ie. ce fi.ge conc eter bce arnietie geek nme ee 


The accompanying notes are an integral part of the financial statements 


vob gos tas che (epeteleeemn 


1968 1967 
$20,049,019 $16,185,031 
8,641,830 seco He) VS) 
28,690,849 Zed D,050 
1,672,924 1,666,631 
$27,017,925 $20,049,019 
1968 1967 
$05,6595705 
28 28 
6,651,019 B,6595/33 
SO 27, 8,140,610 
174,187 178,985 
GTM AIS YS) 13;979%326 
34,999,028 SIF 10;279 
_ 875,887 
S167/63 82,989 
1,382,030 = 
54,410,774 46,648,483 
43,918,954 42,480,976 
1,672,924 1,666,631 
S200) ke LOS 15158 
967, 11s _ 
420,265 413,673 
5952356,966 54,742,438 
(826,194) (3,093,955) 
(3,671,448) 4,422,507 
$ (4,497,642) $ (3,671,448) 
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WESTCOAST TRANSMISSION COMPANY LIMITED ana subsidiary companies 


notes to the consolidated financial StatEMENts scr as, 968 


1. ACCOUNTING POLICIES: 


(a) 


(b 


— 


(c 


— 


(d) 


(e) 


Principles of consolidation: 

(i) The consolidated statements include the accounts of 
the Company and the following subsidiaries: Westcoast 
Production Co. Ltd.; Westcoast Transmission Company 
(Alberta) Ltd.; Westcoast Transmission Housing Ltd.; 
Westcoast Transmission Company, Inc.; and Gas Trunk 
Line of British Columbia Ltd. 


(ii) The Company also owns 25% of the issued capital stock 
of Saratoga Processing Company Limited (including all 
the voting shares). The accounts of this company have 
not been included in the consolidated statements. At 
December 31st, the fiscal year end of Saratoga, the 
Company’s equity was as follows: 


1967 1966 

Capitalistocktae eee $250,000 $250,000 
Retained earnings: 

Balance beginning of year.... 193,158 174,713 

Net income for year........... 54,560 55,945 

247,718 230,658 

DIVidendStreemre errno tise: 37,500 37,500 

Balance end of year........... 210,218 193,158 

Total Cquitye meee eet ee $460,218 $443,158 


(iii) In consolidation of the accounts of Gas Trunk with those 
of the Company, the excess of the cost of the investment 
over the Company’s share of the net book value of Gas 
Trunk atthe date of acquisition amounted to $2,665,642. 
This amount is being amortized over the remaining life 
of the Gas Transportation Contract between the Com- 
pany and Gas Trunk which expires in December, 1981. 


DEPRECIATION: 

With the exception of Gas Trunk, depreciation is calculated 
on straight line rates determined on the economic and 
physical life of the assets in service at the commencement 
of the fiscal period. Depreciation of Gas Trunk facilities is 
calculated on a straight line basis in accordance with its Gas 
Transportation Contract with the Company. 


INTEREST DURING CONSTRUCTION: 

Interest during construction has been charged to plant, 
property and equipment at rates varying from 6% to 742% 
per annum. 


DEBT DISCOUNT, PREMIUM AND EXPENSE: 
Debt discount, premium and expense is being amortized 
over the terms of the respective issues. 


OIL AND GAS PROPERTIES: 

Expenditures incurred on the acquisition, carrying, explora- 
tion and development of oil and gas properties are capital- 
ized as acost of each leasehold acquired. Seismic and other 
exploratory costs that cannot be readily identified with a 
property in which the Company has an interest are written 
off to expense during the fiscal period the expenditure is 
made. When an unproductive leasehold property is sur- 


rendered, all related costs are written off to expense. The 
cost of productive property is amortized over the life of the 
recoverable gas and oil reserves by regular charges to 
depletion expense based on the composite unit-of-produc- 
tion method. 


2. PLANT, PROPERTY AND EQUIPMENT: 


Ske 


1968 1967 


Gas Transmission System: 
Gathering planteeeesss ee $ 40,814,330 $ 40,665,548 


Products extraction plant....... 47,033,650 30,324,427 
iransimiSSto map latter sae 215,758) 543 ae 04 551027, 
Generaliplantaees eee 8,269,000 7,276,893 
3117375:523 55 2e2,617-695 
Petroleum and natural gas 
leaseholds, reservations, permits, 
licenses, surface rights, wells 
and production equipment....... 26,803,268 25,900,628 
Construction in progress......... 39,850,691 26,378,202 
378,529,482 335,096,725 
Less: ; 
Accumulated depreciation...... 59,480,489 51,701,030 
Accumulated depletion......... 4,822,425 4,352,196 
64,302,914 56,053,226 


$314,226,568 $279,043,499 


CAPITAL STOCK: 


(a) During the year the Company issued 26,610 shares for a 


cash consideration of $316,783 upon the exercise of em- 
ployee stock options. 


(b) Share reservations and options: 


(i) 100,000 shares were reserved for sale to officers and 
employees. At April 1, 1967 options to purchase 44,350 
shares were outstanding. During the year options on 
26,610 shares were exercised. At March 31, 1968 
options were outstanding to purchase 17,740 shares, of 
which 15,000 have been allocated to officers at prices 
ranging from $11.25 to $23.80 per share exercisable 
from time to time to December 31, 1973; a total of 
80,285 shares have been issued under this reservation 
and 1,975 shares remain unallocated. 

(ii) 720,669 shares have been reserved for conversion of 
the 544% Subordinate Debentures, Series C at the con- 
version rate as adjusted in accordance with the terms 
of the Indenture. 

(iii) 1,745,313 shares have been reserved for the conversion 
of the First Mortgage Pipe Line Bonds 534% Convertible 
Series (Series D) and (Series E) at the initial conversion 
rate. 


(c) The Indenture and Agreements relating to the Company’s 


long term debt contain restrictions as to the declaration or 
payment of dividends on capital stock (other than dividends 
payable in capital stock). Under the most restrictive pro- 
vision the amount of retained earnings available for divi- 
dends at March 31, 1968 was $9,300,000 after providing for 
dividends of 25¢ per share payable May 13, 1968. 


4. LONG TERM DEBT: 


WESTCOAST 
TRANSMISSION ae 1968 1967 
COMPANY Stat Canadi F 
LIMITED: Dollars Dollars Donarst 
First Mortgage Pipe Line Bonds 
432% Series A 
Duero 7a eee $59,400,000 $ 57,501,928 $ 63,213,399 
5% Series B 
Ditewt969Re caer 2,850,000 Pon if P28) NoyS\ 4,061,406 
6% Series C 
DUE NEO. coco 3,350,000 3,603,082 3,882,724 
534% Convertible 
Series D 
DuewlOS4 ave — 40,000,000 40,000,000 
5%4% Convertible 
Series E 
Due 1984}......... — 15,850,000 15,850,000 
Subordinate Debentures 
5IL% Series A 
DuenSSSieee ore 20,500,000 20,405,667 20,405,667 
512% Series B 
Due 1988.......... 3,100,000 2,970,188 2,970,188 
512% Series C 
Due 19888" )..7-... 25,000,000 24,031,250 24,031,250 
5% Notes 
DWCSL OG 7 masses: - —_ 2,152,981 


GAS TRUNK LINE OF BRITISH COLUMBIA LTD.: 
First Mortgage Sinking Fund Bonds 


6% Series A 
BUS MIS VAL sooo ence 5,656,000 5,764,941 6,250,414 
Subordinate Debentures 
6% Series A 
DueelOS tae: — 2,820,000 2,940,000 


Less purchased by Company in 
advance of repayment 
requirements (149,000) (212,000) 


$175,521,587 $185,546,029 


WESTCOAST PRODUCTION CO. LTD.: 
Production Loan 
Current Rates of Interest......... 1,170,833 — 


WESTCOAST TRANSMISSION HOUSING LTD.: 
Housing Mortgages 
514% and 7% 440,097 364,214 


$177,132,517 $185,910,243 


Deduct long term debt maturing 
within one year —- 
shown as current liability........... 8,119,607 10,021,651 


$169,012,910 $175,888,592 
Long term debt sold in United States funds and the portion 
maturing within one year have been converted at the exchange 
rates prevailing at the respective dates of sale. 
+ Convertible at various rates from $32 to $37 per share to Nov- 
ember 1, 1976. 
§ Convertible at $34.69 (U.S.) per share to July 15, 1978. 


* 


auditors report 


To the Shareholders of 
Westcoast Transmission Company Limited. 


We have examined the consolidated balance sheet of Westcoast 
Transmission Company Limited and its subsidiary companies as at 
March 31, 1968 and the consolidated statements of operations, 
retained earnings and source and application of funds for the year 
then ended. Our examination included a general review of the 
accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the 
circumstances. 


5. REMUNERATION OF DIRECTORS: 
The total remuneration paid to the Directors of the Company 
during the year as directors, officers or employees amounted to 
$263,800 (1967 - $260,100). 


6. GAS EXPORTED AT KINGSGATE, BRITISH COLUMBIA: 
Included in the operating accounts are the revenues and ex- 
penses associated with deliveries of gas in southern Alberta, 
southern British Columbia and at Kingsgate for export to the 
United States. Under the terms of the sales agreements, the 
sales price of the gas delivered is equivalent to the cost of the 
gas to the Company namely: 


1968 1967 
Cost of gas purchased.........-..9) 6,/66;310) $°8)185;095 
Cost of processing and 
nan SPOGtatl © le 3,895,168 4,106,945 
Sales price included in 
Pas Salesteet 3 eet ee ee $ 12,661,478 $ 12,292,040 


7. INCOME TAXES: 

No provision for income taxes is required as the companies 
claim capital cost and other allowances in excess of amounts 
recorded in the accounts. If income tax regulations did not 
permit these deductions, the tax provision for the year would 
have been approximately $4,600,000. The accumulated amount 
by which income taxes have been so reduced in this and prior 
years is approximately $16,400,000. 


8. CONTINGENCIES AND COMMITMENTS: 

(a) An action against a gas supplier of the Company commenced 
in 1961 for $5,000,000 damages in which the Company has 
been joined as a defendant, remains unsettled. In the 
opinion of Counsel, there is nothing to justify or support 
the claim. 


(b) The Company is negotiating a lease on a new Office building \ 
for a primary period of 25 years commencing in August, , 4 
1969. f 


(c) The estimated cost of completing major construction pro- | 


jects in progress at the year end is $14,000,000. 

\ 

9. EVENTS SUBSEQUENT TO THE YEAR END: =NS 

The Company has arranged for the sale of $71,600,000 (U.S.)\ 
First Mortgage Pipe Line Bonds 7% Series (Series F) of which 
$52,600,000 (U.S.) were delivered on May 10, 1968. The Agree- 
ment provides for the balance to be delivered in July and Oct- 

ober, 1968 and January, 1969. The proceeds are to be applied ; 

to the temporary financing obtained in connection with recent/ 
major construction projects. / 


In our opinion these financial statements present fairly the finan- 
cial position of the Company and its subsidiaries as at March 31, 
1968 and the results of their operations and the source and appli- 
cation of their funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis con- 
sistent with that of the preceding year. 

Vancouver, Canada, CLARKSON, GORDON & CO., 
June 5, 1968. Chartered Accountants. 
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WESTCOAST TRANSMISSION COMPANY LIMITED and Subsidiary Companies 


10 year financial and statistical review 


fin ‘e. ) C | re | (Dollar amounts are in thousands, except per.share figures) 


1968 1967 1966 1965 1964 1963 1962 1961 1960 1959 
Operating Revenues seacsccssce eens $ 65,054 $ 55,633 $ 49,048 $ 42,130 $ 39,284 $ 38,480 $ 33,238 $ 28,685 $ 23,148 $ 22,067 
NetilIncome (loss). Goseaeeniaerecace 8,642 exes! 2,293 5,085 3,658 is22 2,162 (149) (606) (834) 
= (Per Share ..idnas dusts soem eee 129 .83 .34 ALT) ay ofA! Bets} (.02) (.10) (.14) 
Cash Flow Sacer cen err te cate ae Wigs 13,979 11,194 UVO7S 9,852 8,706 7,893 hey 4,056 Seu 

= POMOHaler ances tec San cee meee ee 2.64 2.10 1.68 ISA 1253 1.40 MSF 93 -67 -64 
Total, ASSCtS ty facoo saa sorte oh nraeeqye ee 345,019 309,776 278,836 284,249 240,101 215,826 218,925 215,976 217,849 223,271 
Long-term! Debts aes rp ase ere eee 169,013 175,889 186,069 194,154 148,083 144,705 141,815 148,849 156,419 164,055 
Plant, Property and Equipment....... 378,529 335,097 293,675 294,152 238,416 217,437 215,896 214,411 213,327 212,275 
Accumulated Depreciation 

and Depletionmcarmen pease ae nee 64,303 56,053 48,373 40,394 34,076 27,087 21,485 15,843 10,589 6,151 
Shareholders Equityaecnneeenicrtern 85,822 78,536 74,589 71,700 64,136 57,422 56,067 51,913 50,062 49,631 

= Der Shares. cotnscoo os ar raseeeee 12.82 ial 73} 11.20 10.85 9.98 9.25 9.04 8.38 8.24 8.40 
Statistical 
Total Gas Sales — 

Millions. of Cubic Feet? .n2..-..--..- 217,300 191,040 169,848 146,834 136,755 132,487 118,752 106,986 89,383 87,847 
Daily Average Sales —- 

Thousands of Cubic Feet............. 593,714 523,397 465,337 402,287 373,648 362,978 325,348 293,112 244,217 240,677 
Peak Day Sales —- 

Thousands of Cubic Feet............ 719,348 685,236 645,991 556,801 475,024 480,569 444,080 357,961 314,726 302,770 
Shares Outstanding ee enenmen eer 6,691,694 6,665,084 6,657,784 6,610,104 6,424,145 6,206,725 6,202,575 6,195,105 6,077,205 5,905,905 
Number of Shareholders.............. 11,560 11,822 12,650 14,500 14,773 16,658 16,840 17,199 17,330 16,818 
Number of Employees................. 471 402 330 324 298 274 264 220 219 253 


Adjustments have been made from year to year to show all data comparable with current method of reporting. 


registrars 


SHARES 


Canada Trust Company 
Montreal, P.Q.; Toronto, Ont. ; 
Calgary, Alta.; Vancouver, B.C. 


Chemical Bank New York Trust Company 


New York, N.Y. 


BONDS 


Montreal Trust Company 

Calgary, Alta. 

(Series A, Series B, Series C, Series D, 
Series E, Series F) 


DEBENTURES 


First National City Bank 

New York, N.Y. | 
Montreal Trust Company (co-registrar) 
Montreal, P.Q.; Toronto, Ont.; 
Calgary, Alta.; Vancouver, B.C. 


transfer agents 


SHARES, BONDS, DEBENTURES 

Montreal Trust Company 

Montreal, P.Q.; Toronto, Ont.; 

Calgary, Alta.; Vancouver, B.C. 

First National City Bank 

New York, N.Y. 

(Series E Bonds also are transferable at the 
Montreal Trust Company branch in Winnipeg, Man.) 
Listed on the Toronto, Montreal, and Vancouver 
Stock Exchanges in Canada and the New York and 
Pacific Coast Stock Exchanges in the United States. 


Auditors: Clarkson, Gordon & Co., 
Vancouver, B.C. 


ides r 


